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Starting from 1 January 2019 the new International 
Accounting Standard IFRS 16 – Leases will replace the 
current IAS 17 – Leases and interpretations relating to it. 
The new standard significantly changes the method of 
accounting, especially for companies that lease assets 
under business (operating) lease agreements and will also 
have a thorough impact on the balance sheet presentation 
of assets, liabilities and revenues. The IFRS 16 enters into 
force for periods beginning on or after 1 January 2019. 
However IFRS 16 may be applied by companies before 
that date, provided that they also apply IFRS 15 - Revenue 
from customer contracts. An entity shall follow one of the 
two approaches in adopting IFRS 16: the full retrospective 
approach or the modified retrospective approach. The full 
retrospective approach requires entities to retrospectively 
apply the new standard to each prior reporting period 
presented in accordance with IAS 8 Accounting Policies, 
Changes in Accounting Estimates and Errors. Under the 
modified retrospective approach, a lessee does not require 
restatement of comparative periods. Consequently, the date 
of initial application is the first day of the annual reporting 
period in which a lessee first applies the requirements of the 
new leases standard.

Effects of the new standard

Virtually every company uses rentals or leasing as a means 
to obtain access to assets and will therefore be affected by 
the new standard.

The new standard requires lessees to recognise nearly all 
leases on their balance sheet reflecting their right to use an 
asset for a period of time and the associated liability to make 
rental payments. Recognition of interest on the lease liability 
and amortisation of the asset is required in the income 

statement. One consequence of the single model is that the 
pattern of lease expense recognition is front-ended due to 
the higher interest charge in the early period of the lease.

The IASB has included an optional exemption for certain 
short-term leases and leases of low-value assets to be 
applied by lessees. The lessor’s accounting model largely 
remains unchanged.

The new standard will affect virtually all commonly used 
financial ratios and performance metrics such as gearing, 
current ratio, asset turnover, interest cover, EBITDA, 
EBIT, operating profit, net income, EPS, ROCE, ROE and 
operating cash flows. These changes may affect loan 
covenants, credit ratings and borrowing costs, and could 
result in other behavioural changes. These impacts may 
compel many organisations to reassess certain ‘lease versus 
buy’ decisions.

There will also be a change to both the expense character 
(operating lease expenses replaced with depreciation and 
interest expense) and recognition pattern (acceleration of 
lease expense relative to the recognition pattern for operating 
leases today) which will cause income statement volatility.

Timely preparation for the new obligation

Given the scale and nature of the changes, timely and 
appropriate preparation will be crucial for the effective 
introduction and application of the new standards within 
your company. PwC Slovenia can assist you with ensuring 
compliance with the new International Accounting 
Standard IFRS 16. We can also review your existing lease 
contracts and contracts that may include a lease as defined 
in IFRS 16 and evaluate their effect on the balance sheet. 

New accounting standard IFRS 16 – Leases enters into force 
on 1 January 2019
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What changes will bring the bill amending the 
Corporate Income Tax Act (CIT Act-2)?

On 4 October 2018, the Government of the Republic 
of Slovenia approved the proposed amendment to the 
Corporate Income Tax Act (CIT Act – 2). The proposal 
transposes into Slovene Corporate Income Tax the 
Council Directive (EU) 2016/1164, also known as Anti-
Tax Avoidance Directive or ATAD I. It lays down the rules 
against tax avoidance practices that directly affect the 
functioning of internal market. Its main purpose is thus to 
prevent the erosion of tax bases in the internal market and 
the shifting of profits out of the internal market. Provisions 
shall come into effect with 1st January 2019. 

Council Directive (EU) 2016/1164 lays down rules 
concerning limitations of interest deductibility, exit 
taxation, general anti-abuse rule, controlled foreign 
company rules and rules to tackle hybrid mismatches. It 
establishes rules applicable to all taxpayers that are subject 
to corporate tax in a Member State. Those rules should 
also apply to permanent establishments of those corporate 
taxpayers that may be situated in other Member State(s). 
Permanent establishments of entities resident for tax 
purposes in a third country should also be covered by those 
rules if they are situated in one or more Member State. 
Rules set out in the Directive represent a minimum level of 
protection while Member States may adopt stricter rules 
of protection against the erosion of the tax base and the 
shifting of profits. 

From Slovenian point of view, the provisions transposed 
into local legislation shall relate solely to the general anti-
abuse rule (GAAR) and the controlled foreign companies 
rules (CFC). Please find more information on the two 
institutes below.

General anti-abuse rule (GAAR)

Aim of the provision is to curb tax avoidance practices 
that affect the tax base of the state and to protect the tax 
budget revenues from corporate income tax. It is set as a 
preventive measure in order to deter from tax avoidance 
practices that have been shaped and recognized in the 
field of entrepreneurial taxation, especially in the context 
of cross-border business and consequently international 
taxation.

Within the EU, GAAR rules should only apply to non-
genuine arrangements, which means that taxpayers retain 
the right to choose the most efficient tax structure for their 
business. Transactions between taxpayers will be under 
consideration in case of individual interactions, such as 
transactions, measures, agreements, for which it will be 
shown that they have not been performed for credible 
economic reasons. Member states can analyse all actual 
economic reasons (including financial activities).

The GAAR rules should be applied in a uniform way for 
domestic cases, EU cases and for relations with third 
countries. The wording of GAAT provisions transposed into 
CIT Act - 2 follows the wording in the ATAD I which means 
that more certainty can be expected for taxpayers operating 
in several Member States.

Controlled foreign company rules (CFC) 

CIT Act - 2 shall also have a new chapter which shall lay 
down rules on controlled foreign companies. The rules in 
this chapter can be divided into two groups. The first group 
includes provisions for the definition of a controlled foreign 
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Amendments to the Value Added Tax Act (“VAT Act - 1”)

The bill amending the Value Added Tax Act (»VAT Act - 1«) 
includes alterations in accordance with the new provisions 
from Council Directive (EU) 2016/1065 of 27 June 2016 
amending Directive 2006/112/EC concerning the treatment of 
coupons (hereinafter: Council Directive 2016/1065/EU) and 
part of the provisions of Council Directive (EU) 2017/2455 
of 5 December 2017 amending Directive 2006/112/EC and 
Directive 2009/132/EC with regards to value added tax 
applicable for the provision of services and the sale of goods 
at a distance (hereinafter referred to as Council Directive 
2017/2455/EU). The latter refers to value added tax (“VAT”) 
obligations for the provision of telecommunications services, 
broadcasting services and electronic services where these 
services are provided to non-taxable persons.

Amendments of VAT act related to coupons

In short, the implementation of Council Directive 
2016/1065/EU distributes coupons to single and multi-
purpose ones. Amendment stipulate that singe use coupon 

should be taxed at the first transfer, while the multi-
purpose should be taxed at the time of using the coupon. 
This should increase the clarity and harmonization of the 
VAT rules applicable to coupons.

Amendments related to the provision of 
telecommunications services, broadcasting 
services and electronic services

The objective of Council Directive 2017/2455/EU is to 
simplify the rules on VAT for small enterprises in the 
case of cross-border supplies of goods and services at a 
distance, thereby improving the competitiveness of these 
undertakings in the markets of other Member States. VAT 
Act - 1 already implements certain rules regarding the 
provision of telecommunications services, broadcasting 
services and electronic services, but it turned out that the 
latter enforcement is a major burden especially for micro-
enterprises. For this reason, the respective implementation 
stipulates a threshold of EUR 10,000 to which the VAT rules 

How can we help you?

If you would like to assess in what capacity the transposition of Council Directive (EU) 
2016/1164 could have effect on the business activities of your company, we can provide 
you with a more detailed overview of the relevant provisions. PwC Slovenia can help you 
maintain compliance with European and national legislation in the light of the newly 
implemented Directive.

company, including the definition of the correlation and 
the level of taxation in the country of residence, and the 
treatment of income attributable to the parent company. 
The second group of rules include provisions regarding 
foreign losses and their inadmissibility in the taxable base 
of the taxpayer, proportionality of the income included 
in the tax base in regard to the taxpayer's participation, 
time of inclusion, prevention of the double inclusion of 
income in taxable base of the taxpayer and recognition of 
the deduction of the actually paid foreign tax, that is, the 
elimination of double taxation. 

CFC rules cover transactions between Slovene companies 
and related entities, which are not taxed under CIT Act – 2 
and in which the Slovene company by itself, or together 
with associated enterprises holds direct or indirect 
participation of more than 50 percent of the voting rights, 
or owns directly or indirectly more than 50 percent of 

capital or is entitled to receive more than 50 percent of the 
profits of that entity. Such related entity shall be considered 
controlled foreign company in case the actual corporate 
income tax paid by the related entity is lower than half 
the corporate income tax that the entity would be obliged 
to pay based on the valid corporate income tax system in 
Slovenia for such income.

Other provisions of ATAD I

Based on the current proposal for implementation of ATAD 
I related measures, implementation of interest limitation 
rules prior to 2024 is not expected due to the existence of 
thin cap regulations which are set at 4:1 debt-to-equity 
ratio. At this point, it is hard to comment if interest 
limitation rules shall replace thin cap provisions but we can 
speculate that Slovenia shall follow the practice established 
in other EU countries until then. 
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for the Member States in which the company is established 
will be used to provide these services.

Furthermore, the implementation of Council Directive 
2017/2455/EU introduces changes for companies not 
established within the Union but registered for VAT in 
a Member State. The amended legislation would allow 
Slovenia to register for the use of a special arrangement 
for telecommunication services, broadcasting services 
and electronic services provided by taxable persons not 
established within the Union (the so-called non-union mini 
VEM scheme).

Other amendments of VAT Act

Amendments to the VAT Act - 1 also include the abolition 
of the statement on the choice of taxation with respect 
to real estate transactions. After the change, the parties 
should only need to prove the existence of such an 
arrangement. Thus, it would no longer be necessary to send 
statements to the financial authorities. Therefore, there 
would be no situations where the taxpayer fulfilled the 
substantive conditions for taxation, but these rights could 
not be invoked solely because of the late delivery of the 
declaration.

The amendments to the VAT Act - 1 transpose the 
simplification of determining the deductible proportion 
in situations where it is not possible to determine the 
deductible share from the previous financial year. 
According to the bill, the taxable person may assess the 
deductible proportion without the need of determining it by 
the tax authority.

Amendments also include the termination of the obligation 
to submit an application for the selection of VAT charging 
under the special scheme for taxable dealers, which 
is governed by the applicable regulation in the second 
paragraph of Article 105 of the VAT Act - 1. Nevertheless, 
all substantive conditions remain in place, which the tax 
authority will check in the procedures for monitoring the 
regularity and timeliness of VAT collection. 


